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I. Introduction 1 

Q. Please state your name and business address. 2 

A. My name is Elizabeth Danehy Arangio.  My business address is 40 Sylvan Road, 3 

Waltham, Massachusetts  02451. 4 

 5 

Q. What is your position and responsibilities? 6 

A. I am the Director of Gas Supply Planning with responsibility for the resource 7 

portfolio of the New England local gas distribution companies (LDC’s) that 8 

operate as Boston Gas Company (Boston Gas), Colonial Gas Company (Colonial) 9 

and The Narragansett Electric Company (Narragansett or Company) each d/b/a 10 

National Grid.  In addition to the New England portfolios, I am also responsible 11 

for gas supply planning for the resource portfolios of The Brooklyn Union Gas 12 

Company, KeySpan Gas East Corporation and Niagara Mohawk Power 13 

Corporation, all in New York.  For purposes of this testimony, references to the 14 

Company relate solely to The Narragansett Electric Company. 15 

 16 

Q. Please describe your educational background and professional experience. 17 

A. I graduated from the University of Massachusetts in 1991 with a Bachelor of 18 

Business Administration.  In 1995, I graduated from Bentley College with a 19 

Master of Business Administration.  From 1991 to 1994, I worked as a Gas 20 

Accounting Analyst in the Marketing Operations Department at Algonquin Gas 21 
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Transmission Company.  In 1994, I joined Boston Gas Company as a Gas Supply 1 

Analyst.  In 1997, I was promoted to Group Leader Transportation Services, with 2 

responsibility for managing all activities associated with the Customer-Choice 3 

program.  In 1998, I was promoted to Director of Gas Acquisition and 4 

Transportation Services with responsibility for the administration of the 5 

Company’s gas-resource portfolio and Customer-Choice program in 6 

Massachusetts and, as of 2000, the resource portfolio of EnergyNorth Natural 7 

Gas, Inc in New Hampshire.  In February 2004, I assumed the additional 8 

responsibility of gas supply planning for the former KeySpan Corporation New 9 

York and Long Island resource portfolios.  Following the acquisition of KeySpan 10 

Corporation by National Grid, plc, I was named to my current position with the 11 

added responsibility for the National Grid gas resource portfolios in upstate New 12 

York and in Rhode Island.  13 

 14 

Q. Are you a member of any professional organizations? 15 

A. I am a member of the Northeast Gas Association and the New England-Canada 16 

Business Council. 17 
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Q. Have you previously testified before the Rhode Island Public Utilities 1 

Commission (PUC)? 2 

A. Yes.  I have recently testified before the Rhode Island Public Utilities 3 

Commission (PUC) in support of National Grid’s Annual Gas Cost Recovery 4 

(GCR) and the interim 2013/2014 Gas Recovery Filing (Interim GCR) in Docket 5 

No. 4436, the Natural Gas Portfolio Management Plan (NGPMP) in Docket No. 6 

4038, and the Long Range Gas Supply plan.  In the past, I have testified numerous 7 

times before the Massachusetts Department of Public Utilities, and the New 8 

Hampshire Public Utilities Commission.  In addition I have also presented 9 

information to the State of New York Department of Public Service Commission. 10 

 11 

Q. What is the purpose of your testimony in this proceeding? 12 

A. My testimony provides support for the estimated gas costs, assignments of 13 

pipeline capacity to marketers and other issues relating to the Company’s 14 

proposed Gas Cost Recovery (GCR) factors.  In addition, my testimony provides 15 

a summary of the Company’s plans to enter into a Precedent Agreement with 16 

Tennessee Gas Pipeline Company, L.L.C. (Tennessee) for interstate pipeline 17 

capacity delivered to Rhode Island as part of the Tennessee Northeast Energy 18 

Direct Project.  19 
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Q. Are you sponsoring any Attachments? 1 

A. Yes.  I am sponsoring the following Attachments: 2 

 EDA-1 Summary of Projected Gas Costs   3 

  CONFIDENTIAL Information 4 
 5 
 EDA-2  Gas Cost Details 6 

   CONFIDENTIAL Information  7 
 8 
 EDA-3  NYMEX Strip Comparison 9 
 10 
 EDA-4  Assignment of Pipeline Capacity 11 

   CONFIDENTIAL Information 12 
 13 
 EDA-5  FT-2 Operational Parameters 14 
 15 

EDA-6  FT-2 Storage Variable Costs 16 

 17 

II.  Projected Gas Costs  18 

Q. What commodity prices were used to develop the proposed GCR factors? 19 

A. In terms of commodity prices, the proposed GCR factors are based on the 20 

following: (1) the NYMEX strip as of the close of trading on July 31, 2014, (2)the 21 

expected basis differential to the Henry Hub for each purchase location, and (3) 22 

the difference between the futures contract purchases under the Gas Procurement 23 

Incentive Plan (GPIP) as of July 31, 2014 and the July 31, 2014 NYMEX strip.  24 

The GCR factors also reflect storage and inventory costs as of July 31, 2014, as 25 

well as the projected cost of purchasing gas ratably through the remainder of the 26 

injection season, as provided for in the NGPMP.  Attachment EDA-1 provides a 27 

summary of gas costs by major cost categories.  Attachment EDA-2 shows the 28 
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details of the calculations including the cost detail by supply source and the cost 1 

impact of financial hedges.  2 

 3 

Q. Overall, what are the NYMEX prices for gas supplies projected to be 4 

purchased during the period of November 1, 2014 through October 31, 2015, 5 

and how do they compare to last year’s prices? 6 

A. Attachment EDA-3 is a graph that compares NYMEX pricing from July15, 2013 7 

utilized in the Company’s filing last year to NYMEX pricing from July 31, 2014 8 

used in this instant filing.  The July 31, 2014 NYMEX strip is on average $0.082, 9 

or 2.1%, higher compared to the July 15, 2013 NYMEX strip during the peak 10 

season of November through March. During the off-peak season of April through 11 

October, the July 31, 2014 NYMEX strip is on average $0.170, or 4.3% lower 12 

compared to the July 15, 2013 NYMEX strip.  Overall the July 31, 2014 NYMEX 13 

strip is an average of $0.065 or 1.6% lower compared to the July 15, 2013 14 

NYMEX strip. 15 

 16 

Q. Please describe how gas costs are calculated. 17 

A. Consistent with prior filings, projected gas costs are calculated using the 18 

SENDOUT model to perform a dispatch optimization of the Company’s entire 19 

portfolio of gas supply, pipeline transportation, underground storage, and peaking 20 

supplies.  The model uses commodity price, pipeline contract, and storage 21 
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information to determine the dispatch of supplies to minimize the cost of supply 1 

over the year.  The pricing of various pipeline services is based directly on the 2 

pipeline tariffs and the rates in effect as of August 1, 2014.  For purchases at 3 

locations other than the Henry Hub, the model uses the expected basis differential 4 

to the Henry Hub prices to determine the expected difference or “basis.” 5 

 6 

Q. How did the Company categorize the projected gas cost components? 7 

A. For the purpose of this filing gas costs are disaggregated into two components:  8 

(1) The Supply Fixed Cost Component and (2) The Supply Variable Cost 9 

Component.  Each is described below. 10 

1. The Supply Fixed Cost Component includes all fixed costs related to the 11 

purchase, storage, or delivery of firm gas, including, but not limited to, 12 

pipeline and supplier fixed reservation costs, demand charges, and 13 

transportation fees. 14 

2. The Supply Variable Cost Component includes all variable costs of firm 15 

gas, including, but not limited to, commodity costs, taxes on commodity 16 

and other gas supply expense incurred to transport supplies, transportation 17 

fees, storage commodity costs, taxes on storage commodity, and other gas 18 

storage expense incurred to transport supplies, transportation fees, and 19 

inventory commodity costs. 20 
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A summary of gas costs included in the GCR and disaggregated into these cost 1 

components by month for the period November 2014 through October 2015 is 2 

shown on Attachment EDA-1. 3 

 4 

Q. Please describe Attachment EDA-2, pages 1 through 17. 5 

A. Attachment EDA-2 shows the supporting detail for gas costs included in the filing 6 

for the period November 2014 through October 2015.  The first two pages show 7 

the optimized, forecasted sendout by supply source under normal weather from 8 

the SENDOUT model, as well as the detailed makeup of supply by pipeline 9 

source, storage contract, and peaking facility.  The next section, pages 3 through 10 

6, shows the calculation of the per-unit-delivered cost for each pipeline path based 11 

on the July 31, 2014 NYMEX strip and purchase point basis, including both 12 

pipeline variable charges and pipeline fuel losses.  Pages 7 through 9 show the 13 

calculation of the delivered cost for each path (the price times the quantity).  14 

Pages 10 through 14 show the detailed calculation of total fixed costs. 15 

 16 

 The cost details for gas injected into and withdrawn from underground storage are 17 

shown on pages 15 and 16, while all costs associated with LNG injected into and 18 

withdrawn from storage are detailed on page 17.  As the Company has yet to 19 

contract for LNG supplies for the upcoming 2014/15 year, pricing included in this 20 

filing reflects indicative pricing and terms based on the Company’s current 21 
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contracts with GDF Suez.  Charges for the GDF Suez Gas North America 1 

contracts have been redacted in the public version of the filing in order to comply 2 

with confidentiality terms. 3 

 4 

Q. How do you calculate the delivered cost for a particular gas supply? 5 

A. On Attachment EDA-2, page 3, the second supply source shown is gas purchased 6 

on Tennessee Pipeline in Zone 0, located in South Texas.  The calculation for 7 

November begins with the $3.925 NYMEX price, which is then adjusted for basis 8 

by subtracting $0.117 in this case. This reflects the forward basis strip for gas 9 

supply in South Texas delivered into Tennessee Pipeline.  Next the price is 10 

adjusted to reflect the fuel retention percentage of the pipeline, 4.63%, to bring 11 

the price to $3.993.  That adjustment is made by dividing the price by one minus 12 

the loss factor, or 0.9537, effectively adjusting the commodity price to incorporate 13 

the fact that only 95.37% of the supply delivered from the pipeline in South Texas 14 

will be delivered to Rhode Island.  The pipeline usage fee of 33.59 cents is then 15 

added to reflect the cost of transportation on the pipeline, resulting in a delivered 16 

cost of $4.3288 per Dth. 17 
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III. Marketer Capacity Assignment 1 

Q. What transportation paths will be available for assignment to marketers? 2 

A. Attachment EDA-4, page 1, shows the paths and corresponding quantities 3 

available for assignment to marketers.  In total, the Company has made available 4 

32,758 Dth per day of capacity on six different pipeline paths.  The volume 5 

allocated to the marketers remains the same as provided in the 2013/14 GCR 6 

filing. 7 

Q. Please explain the surcharge/credit calculation for each assigned pipeline 8 

path? 9 

A. The first step in calculating the adjustment charge for each path starts with 10 

calculating the system-average cost.  The derivation of the weighted-average 11 

pipeline path cost of $0.4080 per Dth is shown at Attachment EDA-4, page 10.  12 

This cost is equal to the sum of the 100% load factor fixed-cost unit value, the 13 

system-average unit variable cost (including basis differential) and one (1) year of 14 

the marketer reconciliation adjustment represented as a 100% load factor per unit 15 

cost.  The 100% load factor fixed-cost unit value is $0.5553 per Dth.  The system-16 

average pipeline unit variable cost is -$0.1545 per Dth.  The sum of these 17 

components results in a weighted average pipeline cost of $0.4008 per Dth. The 18 

100% load factor per unit cost of $0.0072 for the marketer reconciliation 19 

adjustment is then added to get the total weighted-average pipeline cost of 20 

$0.4080 per Dth. 21 
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Q. Please explain how Attachment EDA-4 illustrates the delivered costs for each 1 

path released to marketers. 2 

A. The calculations for the delivered cost for each path are similar to those described 3 

for the system average.  For illustration, the calculation for the first path 4 

(Tennessee Zone 1, shown on Attachment EDA-4, page 6) is comprised of a 5 

single contract originating in Zone 1 and terminating in Zone 6.  Total fixed costs 6 

of $2,515,057 and total variable costs of $14,798,176 are shown in the far right 7 

column of page 6 of Attachment EDA-4.  Commodity gas costs of $13,471,608 8 

are subtracted from the total variable costs to arrive at the non-gas variable costs, 9 

which include pipeline variable charges and any basis differential associated with 10 

the path.  The cost of the path equals the sum of the fixed unit cost of $0.7253 per 11 

Dth at 100% load factor plus the non-gas variable unit cost of $0.3826 per Dth, or 12 

$1.1079 per Dth.  The unit cost of $1.1079 per Dth represents the direct costs 13 

incurred by the marketer, which are paid directly to the pipeline by the marketer.  14 

Since this cost is $0.6999 per Dth greater than the system-average, marketers 15 

electing this path would be credited $0.6999 per Dth per day on their monthly 16 

invoice from the Company.  A summary of the individual path costs and 17 

associated credits or surcharges, for which approval is sought, is shown on page 1 18 

of Attachment EDA-4. 19 
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IV. Gas Supply Portfolio 1 

Q. Have there been any changes to the Company’s interstate pipeline capacity? 2 

A. Yes.  The Company has provided a notice of termination effective October 30, 3 

2014 to Transcontinental Gas Pipeline Company (Transco) for contract #9081765.  4 

This contract for 141 Dths per day of capacity provided access to supplies from 5 

the Gulf of Mexico delivered to the Leidy, Pennsylvania interconnect with 6 

Dominion Gas Transmission, which, in turn, feeds the Company’s downstream 7 

Texas Eastern contract #330844 and Algonquin contract #90106.  The 8 

marketplace has evolved such that gas is readily available downstream of Transco 9 

at competitive pricing so that it is no longer necessary to maintain this Transco 10 

contract and incur approximately $25,000 of annual fixed charges. 11 

 12 

Q. Have there been any changes to the way in which the Company purchases 13 

gas? 14 

A. Yes.  To date, there have been a significant number of projects that have gone into 15 

service bringing domestic shale gas from the Marcellus region to market.  16 

Construction of gathering systems by producers continues, with the additional 17 

production creating more liquidity in the Marcellus and Utica shale basins.  The 18 

Company’s portfolio continues to be situated to take advantage of these 19 

opportunities to purchase economically-priced Marcellus/Utica producing region 20 
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supplies on existing short-haul or long-haul capacity or competitively priced 1 

supply from the Gulf of Mexico (GOM) on existing long-haul capacity.  2 

 3 

Historically, the Company was able to purchase least-cost gas from the GOM 4 

utilizing its Tennessee Gas Pipeline (Tennessee) and Texas Eastern Gas 5 

Transmission Company (Texas Eastern) long-haul contracts.  With less expensive 6 

Marcellus area prices available, at liquid points downstream of the GOM points, 7 

the Company is now able to purchase less expensive supplies at the Texas Eastern 8 

Market Area 2 (M2) point delivered to the Company’s city gates on Algonquin 9 

Gas Transmission (Algonquin), as well as the Tennessee Zone 4 (Zone 4) point 10 

using existing pipeline contracts previously used to purchase GOM supplies. The 11 

Company can make these less-expensive supply purchases without incurring any 12 

additional fixed costs.  Page 1 of Attachment EDA-2 includes forecasted 13 

purchases from the M2 and Zone 4 points for this GCR period.  By including 14 

these points in the gas cost forecast, the Company is aligning its forecasted gas 15 

costs with the actual purchase point location as included in the Company’s 16 

NGPMP. 17 

 18 

 Below are two graphs depicting city gate delivered pricing from Attachment 19 

EDA-2, pages 3 and 4, for supply points on both Tennessee and Texas Eastern. 20 

The first graph shows city gate delivered costs for gas purchased in Tennessee 21 
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Zone 4 as compared to city gate delivered cost for gas purchased in Tennessee 1 

Zone 0 and Zone 1. The second graph shows city gate delivered costs for gas 2 

purchased in Texas Eastern M2 as compared to city gate delivered costs for gas 3 

purchased from South Texas (STX), East Texas (ETX), and East Louisiana (ELA) 4 

supply points. As demonstrated, the forecasted city gate delivered costs for 5 

Tennessee Zone 4 and Texas Eastern M2 are significantly less expensive than 6 

their corresponding GOM supply points during the November 2014 through 7 

October 2015 GCR period. 8 

9 
 10 
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1 
 2 

 3 

Q. How did the Company supply the Dawn capacity for the 2014/15 year? 4 

A. The Company has a total firm capacity entitlement of 1,025 Dths/day on the 5 

Union Gas pipeline system.  The capacity path originates at Dawn, Ontario 6 

Canada and delivers into TransCanada at Parkway.  In addition, the Company has 7 

firm capacity entitlements of 1,012 Dths/day on the TransCanada pipeline system.  8 

This capacity path originates at the interconnection with Union Gas at Parkway 9 

and delivers into Iroquois Gas Transmission (Iroquois) at Waddington, New 10 

York.  This supply is delivered to the Company’s distribution system on the 11 
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Company’s existing transportation contracts on Iroquois and Tennessee Gas 1 

Pipeline (Tennessee). 2 

 3 

The Company issued a Request for Proposal (RFP) on May 30, 2014 for an Asset 4 

Management Agreement (AMA), similar to the RFP issued last year, to be 5 

effective November 1, 2014 for a term of one year.  The RFP requested a 6 

maximum daily quantity (MDQ) of 1,025Dth/day of baseload for the months of 7 

November 2014 through March 2015.  Cargill Limited (Cargill) was awarded the 8 

bid to manage the Canadian assets and provide the Company with supply at the 9 

Canadian-US border at Waddington, New York.  These supplies will then be 10 

transported on the Company’s Iroquois and Tennessee transportation capacity to 11 

the Company’s city gates. 12 

 13 

Q. What are the Company’s plans to supply the “East-to-West” capacity for 14 

2014/15 year? 15 

A. The Company issued an RFP on July 25, 2014 for an AMA, similar to the RFP 16 

issued last year, to be effective November 1, 2014, for a term of one year.  17 

Utilizing the SENDOUT® Model, the Company determined the appropriate 18 

resource mix and established the baseload and swing volume requirements by 19 

month.  In the RFP, the Company requested a maximum daily quantity (MDQ) of 20 

10,000 Dth/day, the contractual MDQ under the Algonquin contract, with both a 21 
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baseload and swing component for the months of November 2014through May 1 

2015and for the month of October 2015.Table 1below provides a description of 2 

the monthly baseload and swing quantities requested.  3 

TABLE 1 4 

Month 

Daily 
Base-Load 
Quantity 
(dt/Day) 

Maximum 
Daily Call 
Quantity 
(dt/Day) 

Maximum 
Monthly 
Quantity 

(dt) 

November 2013  10,000 200,000 

December 2013 3,000 7,000 177,000 

January 2014 3,000 7,000 226,000 

February 2014 3,000 7,000 182,000 

March 2014  10,000 200,000 

April 2014  10,000 200,000 

May 2014  3,000 39,000 

June 2014  0 0 

July 2014  0 0 

August 2014  0 0 

September 2014  0 0 

October 2014  10,000 200,000 
 5 

Subject to satisfying the gas supply requirements associated with the AMA, the 6 

seller has the right to utilize and optimize the transportation agreement.  In 7 

exchange, the seller pays the Company an optimization fee.  Emera Energy 8 

(Emera) was awarded the bid to manage the assets and provide supplies for the 9 

2014/15 season. 10 
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Q. Why did the Company issue an RFP for supply for the Algonquin Hubline 1 

path for 2014/15 peak season? 2 

A. The Company issued an RFP for supply for the Algonquin HubLine path for the 3 

2014/15 peak in order to secure the volumes needed prior to the start of the winter 4 

season. The HubLine capacity originates at an ill-liquid point, Beverly, MA, 5 

which is the interconnect between Algonquin and the Maritimes and Northeast 6 

Pipeline.  Limited supply is available from this point and given the need for 7 

volumes in order to meet customer requirements, the Company issued an RFP on 8 

July 25, 2014to purchase gas for a term of three months (December, January, and 9 

February).  Utilizing the SENDOUT® Model, the Company determined the 10 

appropriate resource mix and established the required volume for the term in the 11 

event of design weather.  The RFP requested a maximum daily quantity (MDQ) 12 

of 8,000 Dth/day, the maximum daily quantity (MDQ) of the Algonquin 13 

transportation agreement, with a maximum seasonal quantity 160,000 Dths.  14 

Emera was awarded the bid to provide the Company with supply at Beverly, MA.  15 

 16 

Q. Why did the Company issue an RFP for supply for the Dracut Tennessee 17 

Path for 2014/15 peak season? 18 

A. The Company issued an RFP for supply for the Dracut Tennessee path for the 19 

2014/15 peak season for the same reason as discussed above for Beverly, MA.  20 

Limited supply is available from this point and given the need for volumes at 21 
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Dracut in order to meet customer requirements, the Company issued an RFP on 1 

July 25, 2014 to purchase supply at Dracut for a term of four months (December, 2 

January, February, and March).  Utilizing the SENDOUT® Model, the Company 3 

determined the appropriate resource mix and established the required volume for 4 

the term in the event of design weather. The RFP requested a maximum daily 5 

quantity (MDQ) of 15,000 Dth/day, the MDQ of the Algonquin transportation 6 

agreement, with a maximum seasonal quantity of 900,000 Dths.  The Company 7 

accepted and awarded the bid for the total supply package. The winning bidder 8 

was BP Energy (BP).  The supply agreement with BPalso provides for an 9 

alternate delivery point at the Company’s city gates. 10 

 11 

Q. Has the Company entered into an arrangement for firm liquid service for the 12 

2014 off-peak refill season? 13 

A. Yes, to date, the Company has entered into two arrangements for liquid service 14 

for the 2014 off-peak refill season.  On March 7, 2014, the Company submitted a 15 

request to GDF Suez Gas NA LLC (GDF Suez) for 6.8 BCF on behalf of National 16 

Grid’s New England companies:  Boston Gas Company, Colonial Gas Company 17 

and Narragansett.  In fact, for the second year in a row, GDF Suez limited the 18 

volume and provided only 6.1 BCF to be delivered during the 2014 off-peak refill 19 

season. The delivery was offered on a firm basis to the Company for the months 20 

of April 2014 through November2014.  GDF Suez allocated the 6.1 BCF among 21 
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the three New England companies to avoid any credit triggers, thereby, avoiding 1 

the need for any one of the companies to post collateral.  The purchase price is 2 

identical in each of the agreements with GDF Suez.  Following the execution of 3 

the agreements with GDF Suez, the three companies executed affiliate agreements 4 

which allow each LDC to buy and sell liquid amongst the three entities at the 5 

same cost as in the underlying GDF Suez agreement. 6 

 7 

As it has in previous years, the Company issued an RFP on March 14, 2014 for 8 

dedicated trucking arrangements in order to guarantee the availability of both 9 

trailers and drivers to truck the LNG from the GDF Suez terminal located in 10 

Everett, Massachusetts to National Grid LNG facilities during the off-peak 11 

season.  Traditionally, the Company has entered into a peak season LNG refill 12 

agreement with an annual contract quantity of 125,000 Dths.  At this time, this 13 

agreement has not been secured. 14 

 15 

Q.  Please describe the allocations of firm liquid service to National Grid. 16 

A.  The 6.1 BCF from GDF Suez was allocated between the Massachusetts and 17 

Rhode Island companies based upon the LNG refill requirements for the 2014 off- 18 

peak season.  The allocation provides for 87.42%percent of LNG volumes to 19 

Massachusetts and 12.58% percent of LNG volumes to Rhode Island.  Because 20 

the Company’s refill requirement of 857,000 Dth exceeded the amount of liquid 21 
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allocated to Rhode Island from GDF Suez, and because as of April 1, 2014, GDF 1 

Suez would not guarantee the delivery of any additional volumes during the 2014 2 

off-peak refill season, the Company sought to secure additional liquid supplies in 3 

the marketplace.   4 

 5 

On April 23, 2014, GDF Suez offered an additional 300,000 Dths to National 6 

Grid to be taken only during the month of May 2014.  Deliveries commenced the 7 

week of May 1, 2014 with primary delivery to the National Grid LNG facilities 8 

on behalf of Massachusetts and Rhode Island using the same allocation as the 9 

original GDF Suez volumes. 10 

 11 

In early June 2014, the Company was able to purchase an additional 72,000 Dths 12 

from Gulf Oil Limited Partnership (Gulf Oil) for LNG volumes available from 13 

Philadelphia Gas Works located in Philadelphia, Pennsylvania to delivery during 14 

the months of July 2014 through October 2014.  These volumes are being 15 

delivered by Gulf Oil to the National Grid LNG (NGLNG) facility in Providence, 16 

RI on behalf of Massachusetts and Rhode Island using the same allocation as the 17 

GDF Suez volumes. 18 

 19 

On August14, 2014, GDF Suez offered an additional 200,000 Dths to the 20 

Company to be taken during the month of September 2014.  Deliveries will 21 
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commence the week of September 1, 2014 with primary delivery to the National 1 

Grid LNG facilities on behalf of Massachusetts and Rhode Island using the same 2 

allocation method as the original GDF Suez volumes. 3 

 4 

Q. What is the Company doing to address long-term portfolio risks? 5 

A. To address the changing gas supply landscape and to ensure the Company’s 6 

ability to continue to reliably serve its existing customer requirements, National 7 

Grid has employed a two-pronged approach to address the long-term reliability of 8 

its gas supply portfolio, considering incremental pipeline capacity, and long-term 9 

LNG solutions, and liquefaction projects.  10 

 11 

First, with respect to pipeline capacity, the Company has elected to participate in 12 

the Algonquin Incremental Market Expansion (AIM Project) and has executed a 13 

Precedent Agreement.  In addition, the Company has been in negotiations with 14 

Tennessee for participation in the Northeast Energy Direct Project as well as 15 

Algonquin regarding the Atlantic Bridge Project.  16 

 17 

Second, with respect to long-term LNG options and the continued limited 18 

availability of LNG in the region, the Company has continued its participation in 19 

the LNG Consortium with other New England LDCs and Municipals.  The main 20 

objectives of the LNG Consortium are: (1) to find more sources of liquid and (2) 21 
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balance supply with price and diversity of sources.  The LNG Consortium has met 1 

with a number of parties interested in serving the New England LNG market, 2 

either through existing facilities, expansion of existing facilities or construction of 3 

new facilities.   4 

In addition to participation in the LNG Consortium, the Company is also 5 

continuing to pursue its own liquefaction opportunities.  Development of on-6 

system liquefaction will enable the Company to reduce its reliance on imported 7 

LNG. 8 

 9 

Q. Please provide an overview of the AIM Project? 10 

A.  As previously described in Docket No. 4436, National Grid has participated in the 11 

AIM Open Season, and has entered into a Precedent Agreement with Algonquin 12 

for a fifteen-year term and an expected in-service date of November 1, 2016.  The 13 

AIM Project is a 342,000 dt/day expansion of Algonquin’s interstate pipeline 14 

running from the New York and New Jersey area to major markets in 15 

Connecticut, Rhode Island, and Massachusetts.  The AIM Project will provide 16 

customers in these markets with access to the gas supplies from the Marcellus 17 

Shale region in Northeastern Pennsylvania and several other storage fields and 18 

interstate pipelines via the Millennium Pipeline at the existing interconnection at 19 

Ramapo, NY.  The project will also provide access to supplies available on the 20 
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Iroquois Gas Transmission System which interconnects with Algonquin at 1 

Brookfield, Connecticut. 2 

 3 

Q. Please provide an overview of the Tennessee Gas Pipeline Northeast Direct  4 

Project? 5 

A. The Tennessee Gas Pipeline Northeast Energy Direct project has capacity scalable 6 

from approximately 650,000 Dth/d to 1.2 Bcf/d, or ultimately up to 2.2 Bcf/d, 7 

depending on final customer commitments.  The pipeline capacity will include a 8 

combination of new pipeline, existing pipeline, additional pipeline loops, new 9 

compressor stations, station modifications, and metering and measurement 10 

equipment from Wright, New York to Dracut, Massachusetts, as well as new and 11 

existing city gates on Tennessee.  Subject to receiving sufficient commitments for 12 

capacity, as well as regulatory approval, the project is expected to begin service in 13 

November 2018.  The Company expects to reach agreement with Tennessee and 14 

execute Precedent Agreements in the fourth quarter of 2014.   15 

 16 

Q. Please provide an overview of the Algonquin Atlantic Bridge Project? 17 

The Algonquin Atlantic Bridge Project is a proposed expansion of the Algonquin 18 

and Maritimes systems, and will connect abundant North American natural gas 19 

supplies with markets in the New England states and the Maritime Provinces. 20 

Atlantic Bridge recently completed an open season for customers to submit 21 
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requests for additional natural gas service with a targeted in-service date of 1 

November 2017.   2 

 3 

Q. Are there any other contract charges affecting the supply portfolio and gas 4 

costs? 5 

A. No. 6 

 7 

V. Directives from 2013/14 GCR 8 

Q. Has the Company consulted with the Division of Public Utilities and Carriers 9 

(Division) regarding a review of issues related to the Company’s Customer 10 

Choice program as directed by the PUC in Docket No. 4436? 11 

A.  Yes, the Company has been engaging in discussions with the Division and their 12 

consultant, Bruce Oliver, on a monthly basis, and has filed status reports with the 13 

PUC regarding the Company’s review of the issues related to its Customer Choice 14 

program. The Company’s last status report was filed on August 28, 2014.  15 

 16 

Q.  Is the Company making any recommendations regarding its Customer 17 

Choice program as a result of that review? 18 

A.  Yes.  As indicated in the Company’s August 28, 2014 status report, the Company 19 

will be filing a request with the PUC following its GCR filing to implement 20 

certain specific short-term operational changes to the terms and conditions of its 21 
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existing Customer Choice program and the applicable gas tariff.  Additionally, the 1 

Company will be proposing a collaborative working group to review and 2 

recommend comprehensive changes to the Customer Choice program for 3 

implementation over the longer-term.   4 

Q. Does this conclude your testimony? 5 

A. Yes, it does.6 
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EDA-3   NYMEX Strip Comparison 
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EDA-4   Assignment of Pipeline Capacity - REDACTED Information 
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EDA-5   FT-2 Operational Parameters 



Operational Parameters 
Non-Daily Metered FT-2 Storage and Peaking Resources 

 
The following Operational Parameters are pursuant to RIPUC NG No. 101, Section 6, 

Schedule C: 
 
Effective Period: November 1, 2014 through October 31, 2015 
 
Underground Storage: 
 
 Maximum Inventory Level at any time is 100% of MSQ-U 

Injections are not allowed. 
 Minimum Inventory Levels: 
 

November 1 97% 
November 15 95% 
December 1 92% 
December 15 83% 
January 1 72% 
January 15 62% 
February 1 50% 
February 15 40% 
March 1 30% 
March 15 21% 
April 1 11% 

 
Peaking Inventory: 
 
 Inventory Level allocated on November 1, 2014 = MSQ-P 

Injections are not allowed. 
 Minimum Inventory Levels: 
 

November 1 98%
January 1 94%
February 1 28%
March 1 2%
April 1 0%

 
 
MSQ-U Maximum Storage Quantity - Underground 
MDQ-U Maximum Daily Quantity - Underground 
MSQ-P Maximum Storage Quantity - Peaking 
MDQ-P Maximum Daily Quantity - Peaking 
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EDA-6   FT-2 Storage Variable Costs 
 

 



Storage Withdrawals Fuel % Fuel Vol. Fuel Avg.
TENN 501 559,900 0.00% 0

GSS 300170 409,000 0.00% 0
GSS 300168 145,800 0.00% 0
GSS 300171 183,200 0.00% 0

GSS-TE 600045 394,100 0.00% 0
TETCO 400515 55,100 0.79% 435
TETCO 400221 1,152,400 2.99% 34,457
TETCO 400185 50,400 2.99% 1,507

GSS 300169 198,700 0.00% 0
COL FSS 9630 204,100 0.00% 0
TENN 62918 206,300 0.00% 0

3,559,000 36,399 1.0227%

Storage Withdrawals Unit Cost Cost Average
TENN 501 559,900 $0.0087 $4,871

GSS 300170 409,000 $0.0182 $7,444
GSS 300168 145,800 $0.0182 $2,654
GSS 300171 183,200 $0.0182 $3,334

GSS-TE 600045 394,100 $0.0229 $9,025
TETCO 400515 54,665 $0.0404 $2,208
TETCO 400221 1,117,943 $0.0646 $72,219
TETCO 400185 48,893 $0.0646 $3,158

GSS 300169 198,700 $0.0182 $3,616
COL FSS 9630 204,100 $0.0153 $3,123
TENN 62918 206,300 $0.0087 $1,795

3,522,601 $113,448 $0.0322

Storage Transported Fuel Vol. Fuel Avg.
TENN 501 559,900 1.39% 7,783

GSS 300170 409,000 1.95% 1.39% 13,550
GSS 300168 145,800 1.39% 2,027
GSS 300171 183,200 1.29% 0.91% 4,009

GSS-TE 600045 394,100 1.50% 0.91% 9,444
TETCO 400515 54,665 3.43% 0.91% 2,358
TETCO 400221 1,117,943 0.91% 10,173
TETCO 400185 48,893 0.91% 445

GSS 300169 198,700 1.95% 0.00% 0.91% 5,648
COL FSS 9630 204,100 1.917% 0.91% 5,734
TENN 62918 206,300 1.39% 2,868

3,522,601 64,037 1.8179%

Storage Withdrawals Cost Average
TENN 501 552,000 $0.1140 $62,928

GSS 300170 395,500 $0.0202 $0.1140 $53,076
GSS 300168 143,700 $0.1140 $16,382
GSS 300171 179,100 $0.0012 $0.0124 $2,436

GSS-TE 600045 384,400 $0.0012 $0.0124 $5,228
TETCO 400515 52,000 $0.0415 $0.0124 $2,801
TETCO 400221 1,107,100 $0.0124 $13,728
TETCO 400185 48,500 $0.0124 $601

GSS 300169 193,200 $0.0202 $0.0012 $0.0124 $6,530
COL FSS 9630 198,200 $0.0164 $0.0124 $5,708
TENN 62918 203,500 $0.1140 $23,199

3,457,200 $192,617 $0.0557

Fuel %

Unit Cost

FT-2 Storage Variable Costs

WWCC - Weighted Average Commodity Cost of Storage Withdrawals

SLF - Weighted Average Loss Factor on Storage Withdrawals

PLF - Weighted Average Loss Factor on Pipeline Contracts Used to Deliver Storage Withdrawals

PCC - Weighted Average Commodity Cost on Pipeline Contracts Used to Deliver Storage Withdrawals
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I. Introduction 1 

Q. Please state your name and business address. 2 

A. My name is Ann E. Leary.  My business address is 40 Sylvan Road, Waltham, 3 

Massachusetts, 02451. 4 

 5 

Q. What is your position and responsibilities? 6 

A. I am the Manager of New England Gas Pricing for National Grid USA Service 7 

Company, Inc.  As such, I am responsible for preparing and submitting various 8 

regulatory filings with the Rhode Island Public Utilities Commission (PUC) on 9 

behalf of The Narragansett Electric Company d/b/a National Grid (Company), 10 

and the Massachusetts Department of Public Utilities on behalf of Boston Gas 11 

Company and Colonial Gas Company each d/b/a National Grid. 12 

 13 

Q. Please describe your educational and professional background. 14 

A. I received a Bachelor of Science in Mechanical Engineering from Cornell 15 

University in 1983.  In 1985, I joined the Essex County Gas Company as Staff 16 

Engineer.  In 1987, I became a planning analyst and later accepted the position of 17 

Manager of Rates.  Following the merger with Eastern Enterprises in 1998, I 18 

became Manager of Pricing for Boston Gas Company.  After the merger with 19 

KeySpan Energy Delivery, subsequently National Grid, I became the Manager of 20 

New England Gas Pricing, the position I hold today. 21 
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Q. Have you previously testified or appeared before the PUC? 1 

A. Yes I have.  I have testified before the PUC regarding the Company’s Gas Cost 2 

Recovery (GCR) Filing, Docket Nos. 4436 and 4346.  I also submitted pre-filed 3 

testimony in the Company’s 2012 Rate Case Filing, Docket No. 4323.  In 4 

addition, I have testified extensively in several ratemaking and regulatory 5 

proceedings before the Massachusetts Department of Public Utilities and the New 6 

Hampshire Public Utilities Commission.   7 

 8 

Q. What is the purpose of your testimony?  9 

A. The purpose of this testimony is to propose the GCR factors to become effective 10 

on November 1, 2014 for the following services:  (1) Firm sales service to 11 

customers in the Residential Non-Heating and Heating rate classes as well as 12 

Commercial and Industrial (C&I) firm sales customers in the Small, Medium, 13 

Large, and Extra Large rate classes and (2) transportation services provided to 14 

Gas Marketers and the associated Gas Marketer Fixed Charges and factors. 15 

 16 

Q. How is your testimony organized? 17 

A. My testimony is composed of four general sections:   18 

I. Introduction; II. GCR Rate Development; III. Residential Non-Heating 19 

Customers; and IV. Bill Impacts. 20 

 21 
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Q. Are you including any Attachments with your testimony? 1 

A. Yes.  I am sponsoring the following Attachments: 2 

Attachment AEL-1  Gas Cost Recovery Factors 3 

Attachment AEL-2 Annual GCR Reconciliation Filing  4 

Attachment AEL-3 Projected Gas Cost Balances 5 

Attachment AEL-4 Bill Impact Analysis 6 

Attachment AEL-5 FT-2 Demand Rate 7 

Attachment AEL-6 FT-2 Capacity Allocator Percentages 8 

Attachment AEL-7 Marketer Reconciliation 9 

 10 

II. GCR Rate Development 11 

Q. Please provide an overview of the development of the proposed GCR factors. 12 

A. The proposed GCR factors reflect the load specific (high load and low load) 13 

factors necessary for the Company to recover the projected gas costs allocated to 14 

firm sales customers for the period November 1, 2014 through October 31, 2015.  15 

As shown in the testimony of Company witness Ms. Elizabeth D. Arangio on 16 

Attachment EDA-1, firm sales customers’ gas costs for the period are projected to 17 

be approximately $146.4 million for the twelve months ended October 2015.  In 18 

addition to these projected costs, the GCR factors also include recovery of 19 

working capital costs, inventory financing costs, prior period reconciliations, 20 

LNG operation and maintenance (O&M) costs, as well as credits for FT-2 Market 21 
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Storage Demand and LNG costs allocated to the Distribution Adjustment Clause 1 

(DAC) factors.  The table below summarizes the costs and credits included in the 2 

2014-2015 GCR: 3 

  4 

GCR Component 
Amount 

(millions) 
Reference 

Firm Gas Costs $146.4 EDA-1 

Working Capital Costs $0.9 
AEL-1, page 2, line 9 and page 

3, line 5 
Inventory Financing Costs $1.3 AEL-1, page 3, lines 8-9 
Prior Period Deferred Balance 
(Includes the Marketer Fixed Costs 
Reconciliation) 

$29.0 
AEL-1, page 2, lines 10-11 

and page 3, line 6 

LNG Operation and Maintenance 
(O&M) Costs 

$1.1 
Docket No. 4323, AEL-1, 

page 2, line 8 and page 3, line 
7 

FT-2 Marketer Storage Demand 
Costs 

($1.6) AEL-1, page 2, line 4 

LNG Costs collected via the 
Distribution Adjustment Clause 
("DAC") Factor 

($1.5) AEL-1, page 2, line 5 

Total $175.6  
AEL-1, page 2, line 13 + AEL-

1, page 3 line 11 

 5 

 6 

Thus, the GCR factors are intended to recover approximately $175.6 million in 7 

net costs over the period November 2014 through October 2015.  8 

  9 

Q. At a high level, please explain how the proposed GCR factors were derived. 10 

A. The proposed GCR factors were developed based upon the Fixed and Variable 11 

cost components.  Attachment AEL-1 provides a summary of the GCR fixed and 12 



THE NARRAGANSETT ELECTRIC COMPANY 
d/b/a NATIONAL GRID 

RIPUC DOCKET NO. 4520 
 GAS COST RECOVERY FILING 

WITNESS: ANN E. LEARY 
SEPTEMBER 2, 2014 

PAGE 5 OF 13 
 
 

 

variable gas cost components used to derive the rates for which the Company 1 

seeks approval in this filing for effect November 1, 2014.   2 

 3 

Q. Please describe how the fixed cost component of the proposed GCR was 4 

developed.  5 

A. The fixed cost component includes all of the fixed costs related to the purchase, 6 

storage, and delivery of firm gas for both the high load factor and low load factor 7 

customers.  As shown on Attachment AEL-1, page 2, the fixed cost component is 8 

derived by taking the total fixed costs (reduced by Capacity Release credits), less 9 

any credits such as Natural Gas Portfolio Management Plan (NGPMP) customer 10 

credits, LNG demand costs allocated to the DAC factors, and storage demand 11 

costs billed to FT-2 Marketers.  The FT-2 storage demand costs are calculated by 12 

multiplying the FT-2 Demand Charge rate by the forecast of storage and peaking 13 

Maximum Daily Quantity (MDQ) to be billed to FT-2 Marketers.  Adjustments 14 

are also made for supply-related LNG costs, working capital costs, and prior 15 

period deferred fixed gas costs under/over-collection balances, including an 16 

adjustment for the Marketer fixed cost reconciliation as stipulated in the 17 

Settlement Agreement between the Company and the Division in Docket No. 18 

4199.  This results in total fixed gas costs of $28.1 million that are to be recovered 19 

over the period November 2014 through October 2015.  Finally, because the 20 

Company’s gas-supply resources are planned so that there is sufficient capacity to 21 
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meet the needs of firm sales customers under design winter conditions, the total 1 

Fixed Gas Costs are allocated between high load factor and low load factor 2 

customers based on their proportion of design-winter use.  The high load and low 3 

load GCR factors are derived using the allocated supply fixed costs and dividing 4 

them by the projected throughput for the upcoming year for each group.  5 

Accordingly, the GCR fixed low load factor is $1.0659 per dekatherm while the 6 

GCR fixed high load factor is $0.8898 per dekatherm. 7 

 8 

Q. Please describe how the Company calculated the Marketer fixed cost 9 

reconciliation balance? 10 

A. In accordance with the Settlement Agreement approved in Docket No. 4199, the 11 

Company includes an annual reconciliation of Marketer fixed costs.  The 12 

Company calculated the Marketer reconciliation by updating the 2013/2014 13 

pipeline surcharge/credit for each path based on actual instead of projected 14 

pipeline capacity costs.  The Company then compared the pipeline 15 

surcharge/credit approved in Docket No. 4436 for each path with the updated 16 

actual pipeline surcharge/credit and multiplied this variance by the Marketer’s 17 

actual monthly capacity for the months of November 2013 through July 2014 and 18 

forecasted monthly capacity for the months of August 2014 through October 19 

2014.  This results in a Marketer surcharge of $23,024.  The Company is also 20 

updating to the 2012/2013 Marketer reconciliation to replace the Marketers’ 21 
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forecasted monthly capacity for the months of August through October 2013 with 1 

their actual monthly capacity and to recalculate the 2012/2013 Marketer 2 

reconciliation.  In addition, the Company is reconciling the actual revenues billed 3 

to Marketers during the period November 2013 through October 2014 with the 4 

actual 2012/2013 Marketer reconciliation.  This results in a Marketer surcharge of 5 

$57,093 for the 2012/2013 period.  Therefore, the overall total Marketer 6 

reconciliation for the two year period totals $80,117.  Attachment AEL-7 shows 7 

the calculation of the Marketer reconciliation adjustment for both the 2012/2013 8 

and 2013/2014 periods.  In addition to crediting firm sales customers fixed costs 9 

for this amount, the Company included this reconciliation in its calculation of the 10 

2014/2015 pipeline surcharge/credits, as detailed in Ms. Arangio’s testimony and 11 

shown on Attachment EDA-4.   12 

 13 

Q. How did the Company develop its design winter calculations? 14 

A. The Company developed its design winter calculation using calendar month 15 

degree days consistent with the PUC’s finding in Docket No. 4097.   16 

 17 

Q. Please describe how the variable cost component was derived. 18 

A. The variable cost component includes all variable costs of gas such as commodity 19 

costs, supply-related LNG O&M, working capital, inventory finance costs, 20 

pipeline refunds, and deferred cost balances.  As shown on Attachment AEL-1, 21 
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page 3, line 11, the total variable costs for the period November 2014 through 1 

October 2015 is $147,555,590.  The variable costs are divided by the projected 2 

throughput of 26,528,190 Dths to obtain a variable cost factor of $5.5622 per Dth. 3 

 4 

Q. What is the Company’s estimate of the deferred gas cost balance at the end 5 

of the current GCR period? 6 

A. Based on actual data through July 2014 and forecasted data for the months of 7 

August through October 2014, the total estimated deferred balance at October 31, 8 

2014 is an under collection of $29,031,120 as shown in Attachment AEL-1, page 9 

6.  This balance is incorporated into the development of the proposed GCR factors 10 

for the period November 1, 2014 to October 31, 2015.  In addition, the Company 11 

shows the projected deferred gas cost balances for the November 2014 through 12 

October 2015 in Attachment AEL-3. 13 

 14 

Q. Is the Company proposing any changes to the GCR deferral balance for the 15 

period April 2013 through March 2014 filed with the Commission on July 1, 16 

2014? 17 

A. Yes.  In Attachment AEL-2 the Company has revised its 2013/2014 Annual 18 

Deferred Gas Cost Report to reflect a revision to its NGPMP credit.  As detailed 19 

in the testimony of Company witness Mr. Stephen A. McCauley, the Company 20 

has revised the customer excess earnings amount included in the NGPMP credit.  21 
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In addition, the NGPMP credit included in the July 1, 2014 Annual Deferred Gas 1 

Cost Report erroneously included Asset Management Agreement (AMA) credits, 2 

which had already been included as credits to the Company’s fixed gas costs.  The 3 

change to the customer excess earnings results in an increase in the NGPMP 4 

credit of $165,440 while the elimination of the AMA credits results in a decrease 5 

in the NGPMP credit of $231,625.  Consequently, there is a net decrease of 6 

$66,185 in the total NGPMP credit and an increase in the amount of deferred gas 7 

costs reported in the Annual Deferred Gas Cost Report at March 31, 2014 of 8 

$66,185 plus $35 in associated interest, for a total of $66,220.  The Company has 9 

incorporated these changes to its NGPMP results in Attachment AEL-2.   10 

 11 

Q. Are there other rates the Company is proposing in this filing? 12 

A. Yes.  Consistent with the modifications in Docket No. 4270, the Company is 13 

submitting for approval its FT-2 Marketer Demand rate of $8.7038 per MDQ in 14 

Dth/month as shown in Attachment AEL-5.  In addition, the Company is also 15 

submitting for approval the capacity assignment percentages for the high load and 16 

low load factors to be used in the determination of pipeline, underground storage, 17 

and peaking capacity for Marketers.  These percentages are set forth in 18 

Attachment AEL-6. 19 

 20 

Q. Please describe how the proposed FT-2 Marketer Demand rate is calculated. 21 
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A. It is worth noting that the FT-2 rate design approved in Docket No. 4270 1 

separates storage costs into two components: (1) the FT-2 Demand rate designed 2 

to recover the fixed costs associated with storage and peaking, which the 3 

Company is submitting for approval in this filing, and (2) the FT-2 variable rate 4 

that is designed to recover variable underground storage costs, as well as the 5 

associated commodity costs and loss factors associated with pipeline contracts to 6 

bring the gas from storage to the city gate.  In addition, Marketers may purchase 7 

peaking inventory at the Company’s cost of LNG inventory.   8 

 9 

The FT-2 Demand rate is derived by first totaling the fixed storage costs, 10 

associated inventory finance, working capital charges, and supply-related LNG 11 

O&M costs less any LNG demand credits assigned to the DAC factors and any 12 

refunds, if applicable.  That total is then divided by the total storage and peaking 13 

MDQ for the year to derive a monthly per dekatherm rate to be charged to 14 

Marketers.  As shown in Attachment AEL-5, the proposed FT-2 Marketer 15 

Demand rate is $8.7038 per Dth and will be applied to the Marketers’ storage and 16 

peaking MDQ.  17 

 18 

III. Residential Non-Heating Customers 19 

Q. In the Company’s last GCR proceeding in Docket No. 4436, the consultant 20 

for the Division of Public Utilities and Carriers (the Division) inquired as to 21 
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the reason for the increase in use for the Residential Non-Heating rate class 1 

during the prior winter.  Did the Company investigate the reason for this 2 

increase? 3 

A. Yes it has.  The Company performed extensive data analysis on the historical 4 

usage for the Residential Non-Heating rate class to confirm the trending of 5 

increased use per customer.  As a result of observing this trend, the Company 6 

hypothesized that non-heating customers could have converted to gas heat but not 7 

had their rate class assignment changed in the system.  Therefore, the Company 8 

compared a list of non-heating customers with a list of customers who have 9 

participated in the Company’s Marketing and Energy Efficiency programs over 10 

the past few years, indicating that they had converted to gas heating through the 11 

purchase of a high efficiency gas boiler or receipt of an incentive payment from 12 

the Energy Efficiency program in support of the installation of a high efficiency 13 

gas boiler.  As a result of this work, the Company identified that slightly more 14 

than 2,000 non-heating customers had converted their heating systems to natural 15 

gas, but had yet to be transferred to the heating rate.  The Company intends to 16 

transfer these customers to the heating rate before the upcoming winter heating 17 

season.  The Company also reviewed the annual consumption of the remaining 18 

non-heating customers (excluding the 2,000 customers identified above) and 19 

further identified over 1,000 customers who are using more than 1,000 therms per 20 
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year and have annual load factors1 greater than 60%.  The Company believes that 1 

customers with this load profile are most likely using gas for heating purposes and 2 

likely converted their heating systems to natural gas over the years but never 3 

contacted the Company about converting.  The Company is in the process of 4 

notifying these customers that they will be transferred to the heating rate during 5 

the next few months. 6 

 7 

Q. Did the Company make any adjustments to the 2014-2015 sales forecast to 8 

reflect this change? 9 

A. No, the Company did not make any manual adjustments to the Company’s 2014-10 

2015 sales forecast.  The Company determined that the assignment of 3,000 11 

customers from the non-heating class to the heating class will have minimal 12 

impact on the proposed high load and low load GCR factors.  In addition, any 13 

variance between forecast and actual sales will be captured in the GCR 14 

reconciliation. 15 

 16 

 17 

 18 

                                                 

1 Load factor equals winter usage (November through April) divided by total annual usage. 
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IV. BILL IMPACTS 1 

Q. What is the combined bill impact of the proposed DAC and GCR factors on 2 

customer bills as compared to bills over the past year? 3 

A. An average residential heating customer using 846 therms per year will 4 

experience a total annual bill decrease related to the proposed GCR and DAC 5 

factors of approximately $108.79, or 8.3% over last year’s bills.  This decrease is 6 

comprised of a $48.02 decrease in GCR charges, a $57.51 decrease in the DAC 7 

charges, for which the Company submitted a supplemental filing on August 29, 8 

2014 in Docket No. 4514, and a decrease in the Gross Earnings Tax of $3.26.  A 9 

summary of annual bill impacts for customers with various levels of usage is 10 

provided in Attachment AEL-4.   11 

 12 

Q. Does this conclude your testimony? 13 

A. Yes. 14 
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Attachment AEL-5 
FT-2 Demand Rate 



Line
No. Item Reference Proposed Billing Units

(a) (b) (c) (d)
(1) FT-2 Demand AEL-5 pg 2, Line (20) $8.7038 Dth/Mth

(2)
Weighted Average Upstream 
Pipeline Transportation Cost

EDA - 4 $0.4080 Per Dth of capacity

National Grid - RI Gas
Gas Cost Recovery  (GCR) Filing

Summary of Marketer Transportation Factors

The Narragansett Electric Company 
d/b/a National Grid 
Docket No. 4520 
Attachment AEL-5 
Page 1 of 3



Line
No. Description Reference Line # Amount

(a) (b) (c) (d)
(1) Storage Fixed Costs AEL-1 pg 4 Line (59) $15,825,143

Less:
(2)   LNG Demand to DAC AEL-1 pg 2 Line (5) ($1,488,790)
(3)   Credits $0
(4)   Refunds $0
(5)   Total Credits sum [(2):(4)] ($1,488,790)

Plus:
(6)   Supply Related LNG O&M Costs Dkt 4323 $575,581
(7)   Working Capital Requirement AEL-1 pg 9 Line (47) $84,993
(8)   Total Additions sum [(6):(7)] $660,574

(9) Total Storage Fixed Costs (1) + (5) + (8) $14,996,928

Inventory Financing
(10)  Underground AEL-1 pg 10 Line (12) $1,005,487
(11)  LNG AEL-1 pg 10 Line (22) $254,509

(12) Total Storage Fixed Costs (9) + (10) + (11) $16,256,924

(13) LNG Storage MDQ (Dth) AEL-1 pg 12 Line (14) 118,286
(14) AGT EDA-4 31,637
(15) TENN EDA-4 10,836
(16) Total Storage MDQ sum [(13):(15)] 160,759

(17) Storage MDQ X 12 Months (16) *12 1,929,108 MDCQ Dth

(18) FT- 2 Demand Rate (12) / (17) $8.4271 per MDCQ Dth

(19) Uncollectible % Docket 4323 3.18%

(20) Total FT-2 Demand Rate adjusted for Uncollectibles (18) / [(1 - (19)] $8.7038 per MDCQ Dth

Source

National Grid - RI Gas
Gas Cost Recovery  (GCR) Filing

Calculation of FT- 2 Demand Rate (per Dth)

The Narragansett Electric Company 
d/b/a National Grid 
Docket No. 4520 
Attachment AEL-5 
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Line
No. Description Reference Line # Amount

(a) (b) (c) (d)
(1) FT- 2 Demand Rate AEL-5 pg 2 Line (18) $8.4271 per MDCQ Dth

(2) MDQ-U Mkter MDQ Forecast 3,744
(3) MDQ-P Mkter MDQ Forecast 11,793
(4) Marketer MDQs (2) + (3) 15,537 Dth/Mth

(5) FT-2 Storage Costs (1) x (4) x 12 Months $1,571,148

Source

National Grid - RI Gas
Gas Cost Recovery  (GCR) Filing

Calculation of FT-2 Demand Costs
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Attachment AEL-6 
FT-2 Capacity Allocator Percentages



% of Peak Day Requirement % of Total Capacity
Line Load Rate Class Pipeline Storage Peaking Total Pipeline Storage Peaking
No. (a) (b) (c) (d) (e) (f) (g) (h) (i)
(1) HLF Res - Non-Heating 60.0% 10.0% 30.0% 100.0% 2.5% 2.3% 2.3%
(2) HLF Res - Non-Heating LI 60.0% 10.0% 30.0% 100.0%
(3) LLF Res - Heating 50.0% 12.0% 38.0% 100.0% 56.4% 58.3% 58.3%
(4) LLF Res - Heating LI 50.0% 12.0% 38.0% 100.0%
(5) LLF Small 50.0% 12.0% 38.0% 100.0% 8.4% 9.1% 9.1%
(6) LLF Med 50.0% 12.0% 38.0% 100.0% 9.6% 9.4% 9.4%
(7) LLF Large Low Load 50.0% 12.0% 38.0% 100.0% 2.2% 2.4% 2.4%
(8) HLF Large High Load 60.0% 10.0% 30.0% 100.0% 0.8% 0.6% 0.6%
(9) LLF XL Low Load 50.0% 12.0% 38.0% 100.0% 0.3% 0.2% 0.2%

(10) HLF XL High Load 60.0% 10.0% 30.0% 100.0% 0.6% 0.0% 0.0%

(11) HLF High Load Factor 60.0% 10.0% 30.0% 100.0% 10.4% 7.3% 7.3%
(12) LLF Low Load Factor 50.0% 12.0% 38.0% 100.0% 89.6% 92.7% 92.7%
(13) Total 51.0% 12.0% 37.0% 100.0% 100.0% 100.0% 100.0%

RI Gas Company
Capacity Assignment Table
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Attachment AEL-7 
Marketer Reconciliation 
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